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month. These anomalies appear in different forms and this paper studies two of them: semi-monthly effect (SM) 
and the turn-of-the-month effect (TOM). 
 
The SM effect appears if the average return from the first half of the month is positive and the one from the 
second half is negative or significantly equal to 0. This pattern was first studied by Ariel, 1987 for the US 
market. He is one of the first authors to study these patterns and found positive average returns at the beginning 
of the month, while the ones from the second half were zero. 
 
The TOM effect is more analyzed in financial literature then other forms of intramonthly effects since 
Lakonishok and Smidt, 1988 defined it. They studied the US market and determined that a pattern between the 
last trading day of the month and the first three trading days of the following month is the best to define the 
evolution of the monthly anomaly. Thaler, 1987 also studied these patterns among other seasonalities for the 
US market.  
 
Three possible explanations are provided in literature for the TOM. The first one is the receiving of different 
cash-flows at the end of the month (dividends, wages, etc.). Ogden, 1990 and Booth et al., 2001 provide 
evidence for this explanation. Nikkinen et al. 2007 suggest that the announcement of major macroeconomic 
news from the beginning of the month is the cause behind this effect appears on the stock market. The same 
motivation is tested by Jalonen et al., 2010, but they study the bond market. The third one is given by Thaler, 
1987 which suggests "window dressing". This means that fund managers improve the image of their portfolios 
before presenting them to their clients at the end of the month. For this, they sell stocks with large loses and buy 
the ones with better performances.  
 
Most studies are directed at the US market.  Henzel and Ziemba, 1996 prove that the monthly pattern can be 
used to make a profit. Kunkel and Compton, 1998 provide a method to use a tax-free exploitation of the TOM 
effect by using retirement accounts. More recently, Sharma and Narayan, 2014 analyze the TOM effect on both 
return and volatility. They prove that sectoral locations and the size of companies are a factor in this analysis. 
 
However, there are papers that take into account other countries. McConell and Wu, 2008 study 35 
countries, including different European countries. Most of them show signs of the presence of TOM effect 
which is not caused by month-end buying pressure. Kunkel et al. 2003 analyze 19 countries and find that 15 of 
them present monthly seasonalities. To test the TOM effect they use both parametric and non-parametric tests. 
 
This paper tries to complete the existing literature by examining intramonthly anomalies on the stock market 
of an emerging European country, namely Romania. The results show that the SM monthly effect is not present 
in the analyzed period. However, the TOM effect appears on the market, but its pattern is slightly different from 
the one suggested in Lakonishok and Smidt, 1988.  
 
The rest of the paper is organized as follows. Section 2 presents the database and methodology used. Section 
4 describes the results obtained and section 5 concludes. 
 
2. Database and methodology 
The initial database consists in the daily closing values of the BET Composite Index which was the general 
index of the Bucharest Stock Exchange until 20 June 2014 when a new index was launched in its place (BET 
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Plus index). The period considered in the analysis is between 3 January 2005 and 20 June 2014. I performed the 
analysis on the whole considered period. In order to see if the conclusions are consistent in time, I divided the 
period in two sub-periods and performed the analysis for each one. The first sub-period is January 2005- 
December 2009 and the second one is January 2010-June 2014. 
 
The values of the index were used to determine the daily return. The first analysis I performed is the 
calculation of the average daily return obtained for each trading day of the month (the trading days are 
considered from 1 to 23) and the average daily returns for each trading days around the turn of the month (the 
trading days are considered from -6 to 6, where -1 represents the last trading day of the month and 1 represents 
the first trading day of the next month). Thus, I am able to see if there are signs of intramonthly patterns in the 
evolution of the index return. 
 
Next, I used classic regression models with dummy variables in order to test the presence of anomalies. For 
the semi-monthly effect, I tested the model presented in relation (1), where DH1t is a dummy variable taking the 
value 1 for returns from the first half of the month and 0 otherwise and DH2t is a dummy variable taking the 
value 1 for returns from the second half of the month and 0 otherwise. Į and  are coefficients representing the 
average returns obtained in the first and second half of the month, respectively. If both coefficients are not 
statistically different from 0, then the SM effect is not present. However, if at least one is different from 0, as 
Ariel, 1987 obtained, then an anomaly is present on the market. 
 
      (1) 
 
For the turn-of-the-month effect, I tested the model from relation (2), where D1t is a dummy variable taking 
the value 1 for returns from trading days at the turn of the month and 0 otherwise. Į represents the average 
return obtained in days not at the turn of the month and  is the difference from the average obtained in the days 
from the turn of the month. If  is statistically different from 0, then the TOM effect is present on the market. 
 
εβα t1tt  +D×+ =R         (2) 
 
For both models, I tested for serial correlation and heteroskedasticity. If both were detected, I made the 
Newey-West correction (Newey and West, 1987) or, if only heteroskedasticity was present, I used the White 
correction (White, 1980). 
 
Following the methodology from Depenchuk et al. (2010), I also performed the Wilcoxon signed rank test 
(Wilcoxon, 1945) to investigate the presence of anomalies. This test is a non-parametric test, with more relaxed 
hypotheses. It analyses if the median difference between two samples of data is significantly different from 0 or 
not. For the SM effect, I tested the difference between returns from the first half and the second half of the 
month. For the TOM effect, I tested the difference between returns from the days at the turn of the month and 
days from the rest of the month.  
 
εβα t2t1tt  +DH×+DH× =R
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3. Results 
By calculating the average daily returns for the trading days, I obtained the results presented in Table 1. It is 
easily observed that the average daily returns are both positive and negative in the first and second half of the 
month. This is a sign that the SM effect is not be present on the market. However, the average returns obtained 
at the turn of the month appear to be significantly higher in the period between -2 trading day to 2 trading day.  
Thus, the TOM effect might be present on the market in this period.  
Table 1. Average daily return for each trading day 
Trading day Average daily return  Trading day Turn of month return 
1 0.41%  -6 -0.11% 
2 0.31%  -5 0.07% 
3 -0.13%  -4 -0.04% 
4 0.15%  -3 -0.18% 
5 0.10%  -2 0.22% 
6 -0.16%  -1 0.28% 
7 -0.15%  1 0.41% 
8 -0.18%  2 0.31% 
9 -0.11%  3 -0.13% 
10 0.15%  4 0.15% 
11 -0.13%  5 0.10% 
12 -0.11%  6 -0.16% 
13 -0.11%  
14 -0.19%  
15 0.06%  
16 -0.07%  
17 0.16%  
18 -0.11%  
19 0.04%  
20 -0.08%  
21 -0.12%  
22 0.84%  
23 0.17%  
 
In financial literature, the TOM effect appears most often in the period between the last trading day (-1) and 
the first three trading days (3) from the following month (Lakonishok and Smidt, 1988). Based on this and the 
preliminary results presented in Table 1, I decided to test two patterns for the TOM effect: TOM1 between -2 
and 2 trading days and TOM2 between -1 and 3 trading days. 
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The results obtained by analysing the SM effect through both the regression model from relation (1) and the 
Wilcoxon signed rank test (WSR) are presented in Table 2. The analysis was performed on the whole period 
and, also, on the two sub-periods previously presented. 
Table 2. The presence of the semi-monthly effect  
Semi-monthly effect 
Whole period Sub-period 1 Sub-period 2 
coef. p-value coef p-value coef p-value 
Regression model 
DH1 0.03% 53.99% 0.03% 71.70% 0.03% 54.05% 
DH2 -0.02% 63.44% -0.05% 56.83% 0.01% 89.68% 
WSR results 0.54 58.98% 0.51 60.79% 0.34 73.50% 
 
The coefficients I obtained are not statistically different from 0 as it can be seen from their respective p-
value. Thus, the results from both the regression model and the WSR test show that the SM effect is not 
observed in the evolution of the index return on the whole analyzed period. The conclusion remains the same 
even if the period is split in two.  
 
The same analysis was performed for the evolution of the index return at the turn of the month. The results 
are presented in Table 3. Panel A shows the results for the TOM1 pattern of the effect, the one between -2 and 
2 trading days around the turn of the month. Panel B takes into consideration the results for the TOM2 pattern 
of the effect, the one between -1 and 2 trading days which was suggested in financial literature. 
Table 3. The presence of the turn-of-the-month effect  
Period Whole period Sub-period 1 Sub-period 2 
Panel A: TOM1 effect coef. coef. coef 
Regression model 
D1 0.39%*** 0.53%*** 0.25%*** 
alpha -0.07%* -0.11% -0.03% 
WSR results 4.03*** 3.47*** 2.77*** 
Panel B: TOM2 effect coef. coef coef 
Regression model 
D1 0.23%** 0.34%** 0.12% 
alpha 
-0.04% -0.07% 0.00% 
WSR results 2.95*** 2.14** 2.28** 
Notes: *** , ** and  * indicates significance at the 1%,  5% and 10% levels, respectively. 
 
The results show that the TOM effect is present on the market on the whole period as the coefficients of the 
dummy variable are statistically different from 0 for both category of tests performed. However, the pattern 
tested through the TOM1 appears to be more potent on the analysed data. Moreover, it appears that the TOM2 
effect disappears in the second part of the analysed period, while the TOM1 effect is still present in the same 
period. However, the level of the coefficient of the dummy variable decreases by half. 
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4. Conclusions 
Calendar anomalies are studied often in financial literature as they provide important information for both 
practitioners and academics. The first category profit by constructing investment strategies which lead to higher 
earnings. The latter category get insight about the level of market efficiency of the studied market. 
 
This paper studies the presence of two intramonthly anomalies on the Bucharest Stock Exchange: the semi-
monthly effect and the turn-of-the-month effect. The first one does not appear on the market, as the results 
show. However, it is possible that certain financial assets from the market have this pattern in the evolution of 
their return. Thus, one further direction of study is to analyze individual assets from the Bucharest Stock 
Exchange for intramonthly anomalies. 
 
The turn-of-the-month effect is present on the market. Two possible patterns are studied for this effect. The 
first one was discovered by analyzing the average daily return for each trading days at the turn of the month 
(from -2 to +2 ). The second one is the one suggested by financial literature, respectively  between the last 
trading day of the month and the first three trading days of the following month. The first one appears to be 
more potent on the market, as the levels of coefficients are higher. Thus, if investors would buy from the 
market at the end of the second to last trading day of a month and sell at the closing price on the second trading 
day of the following month, they should be able to have positive results. However, this paper did not take into 
account the transaction fees and their impact on the investors' gains.  
 
By splitting the analysis period in two, I observed that the levels of the effect decreases in the second period. 
It might be a sign that the anomaly tends to diminish in time. However, the presence of the financial crisis in 
the second period might lead to the decrease in the level of coefficients. A further direction of study would be 
to enquire if the tendency of the anomaly is to diminish, which would mean a possible increase in the level of 
efficiency on the market. 
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